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E.O. 11652: N/A 
TAGS: ETRD, EEC, PO 

SUBJECT: TEXTILES: EC-PORTUGAL AGREEMENT 
REF: (A) BRUSSELS 9101; (B) 77 BRUSSELS 19030 

1 . SUMMARY: COMMISSION AND UK SOURCES TELL US THAT UKG 
CONTINUES TO HAVE PROBLEMS WITH TEXTILE AGREEMENT 

ON PORTUGAL WORKED OUT BY COMMISSION NEGOTIATORS AND 
HAS ASKED FOR DISCUSSION DURING JUNE 6 FOREIGN MINISTERS 
COUNCIL. END SUMMARY. 

2. COMMISSION AND PORTUGESE NEGOTIATORS RECENTLY INITIALED 
AN AIDE MEMOIRE, WITH SEVERAL ANNEXES, GOVERNING PORTUGESE 
EXPORTS INTO THE EC. COMMISSION ADMITS THAT PACKAGE WORKED 
OUT WITH PORTUGAL EXCEEDS THE OVERALL RESTRAINT LIMITS ON 
SEVERAL PRODUCTS AS AGREED EARLIER BY EC COUNCIL OF 
LIMITED OFFICIAL USE 
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FOREIGN MINISTERS (SEE REF B). ALTHOUGH SEVERAL MEMBER 
STATES INITIALLY OPPOSED TERMS OF AGREEMENT, ALL BUT THE 
UK HAVE NOW INDICATED WILLINGNESS TO GO ALONG. 

3. UK MISSION SOURCE CONFIRMS ABOVE INFO. HE SAID THAT 
UKG HAS OPPOSED COMMISSION ON GROUNDS OF PRINCIPLE, I.E. 

THE COMMISSION INITIALED THE AGREEMENT KNOWING FULL WELL 
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THAT IT EXCEEDED THE OVERALL TEXTILE NEGOTIATION MANDATE 
GIVEN IT BY THE COUNCIL OF MINISTERS AND ON PRACTICAL 
GROUNDS, I.E. THE LEVELS FOR COTTON YARN, SYNTHETIC CLOTH 
AND CORDAGE WILL CAUSE PROBLEMS TO UK INDUSTRY. FURTHER- 
MORE, ALTHOUGH PORTUGESE HAVE AGREED TO A FORMULA RESPECT- 
ING DIVISION OF OVERALL QUOTAS AMONG MEMBER STATES, UKG 
FEELS THAT GUARANTEE THEY HAVE GIVEN IS NOT STRONG ENOUGH 
TO PREVENT DIVERSIONS. UK SOURCE THOUGHT THAT DANES CON- 
TINUED TO AGREE WITH UK ON LATTER POINT BUT DOUBTED THAT 
THEY WOULD MAINTAIN THEIR OBJECTION AT COUNCIL DISCUSSION. 

4. UK SOURCE STATED THAT, TO BEST OF HIS KNOWLEDGE, UK 
POSITION FOR JUNE 6 COUNCIL HAD NOT YET BEEN DECIDED. HE 
ADDED THAT UK OFFICIALS, WITH KNOWLEDGE OF COMMISSION AND 
WITH ASSISTANCE OF FRG, WHICH HAS INDICATED WILLINGNESS 
TO TAKE LARGER SHARE OF PROBLEM PRODUCTS, HAVE BEEN DIS- 
CUSSING POSSIBLE CHANGES IN AGREED LIMITS DIRECTLY WITH 
PORTUGESE. CHOICE FOR UK MINISTERS IS EITHER TO ACCEPT 
COMMISSION AGREEMENT WITH SOME MODIFICATIONS OR TO OBLIGE 
COMMISSION TO RESPECT GLOBAL CEILINGS AND IMPOSE AUTONO- 
MOUS LIMITS ON PORTUGESE EXPORTS. IN ABSENCE OF SUPPORT 
FROM OTHER MEMBER STATES, UK SOURCE FELT IT LIKELY THAT 
UKG WOULD EVENTUALLY ACCEPT FIRST ALTERNATIVE. HINTON 
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